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E.O. 11652: N/A 
TAGS: GATT, ETRD 

SUBJ: TAX PRACTICES OF FRANCE, BELGIUM, NETHERLANDS 
REE: GENEVA 4083 

1 . GATT SECRETARIAT HAS JUST REPRODUCED AND CIRCULATED A 
MESSAGE FROM IN INTERNATIONAL CHAMBER OF COMMERCE INTITLED 
"DOUBLE TAXATION RELIEF BY EXEMPTION AND OBLIGATIONS UNDER 
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GATT". THE ICC DOCUMENT GRATUITOUSLY STATES THAT THE GATT 
PANELS ON THE TAX PRACTICES OF FRANCE, BELGIUM, NETHERLANDS 
FUNDAMENTALLY MISUNDERSTOOD THE NATURE OE BRANCH OPERATIONS. 

2. REPORT SAYS IT IS NOT A PROPER CONCERN OF GATT TO REQUIRE 
THAT PROFITS ARISING FROM TRADING ACTIVITIES IN IMPORTING 
GOODS WITHIN ONE COUNTRY BE TAXED AT THE RATES OR UNDER 
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THE CONDITIONS IMPOSED FOR TAXING PROFITS FROM SUCH 
ACTIVITIES IN ANOTHER COUNTRY. SAYS IT WOULD BE REGRET- 
TABLE IF "DUE TO FAILURE TO ANALYZE AND COMPREHEND THE 
NATURE OF SEPARATE TRADING ACTIVITIES" THIS METHOD OF 
SOLVING PROBLEM OF DOUBLE TAXATION "WERE TO BE INTER- 
PRETED AS A NULLIFICATION OR IMPAIRMENT OF OTHER CON- 
TRACTING PARTIES' BENEFITS UNDER GATT". DOCUMENT CON- 
TAINS LIST OF ICC PUBLICATIONS IN WHICH THE EXEMPTION 
SYSTEM HAS BEEN RECOMMENDED. COPIES OF GATT DOCUMENT 
L/4505 ARE BEING SENT DIRECTLY TO WASHINGTON INDIVIDUALS 
NOTED ABOVE; ADDITIONAL COPIES FOLLOW FOR NORMAL 
WASHINGTON DISTRIBUTION. 

3. WE CALLED GATT DEPUTY D-G GARDNER PATTERSON TO EX- 
PRESS SURPRISE THAT SECRETARIAT WOULD ON ITS OWN INITIA- 
TIVE CIRCULATE AS A GATT DOCUMENT THIS UNILATERAL COM- 
MUNICATION FROM INTERNATIONAL CHAMBER OF COMMERCE. 

PATTERSON SAID SECRETARIAT HAD DECIDED TO DO SO AFTER 
CONSIDERABLE INTERNAL DISCUSSION. HE SAID VIEWS IN COM- 
MUNICATION WERE CLEARLY LABELLED AS THOSE OF ICC, AND 
THAT SECRETARIAT HAD IN PAST CIRCULATED ICC COMMUNICA- 
TIONS AS A WAY OF HEADING OFF ICC REQUESTS TO SPEAK IN 
GATT MEETINGS. WE ASKED WHETHER SECRETARIAT WOULD 
CIRCULATE AS A GATT DOCUMENT, FOR EXAMPLE, ANY COM- 
MUNICATION FROM OTHER ORGANIZATIONS, SUCH AS UNCTAD, 

WHICH PURPORTED TO INTERPRET GATT'S AREAS OF AUTHORITY; 

PATTERSON MERELY COMMENTED THAT NO SUCH COMMUNICATION HAD BEEN 
RECEIVED. WE SAID WE FELT 

SECRETARIAT HAD ACTED IMPROPERLY IN THIS CASE AND THAT 
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CIRCULATION OF SUCH A COMMUNICATION ON MATTERS AS SENSI- 
TIVE AS THIS SHOULD AS MINIMUM HAVE INVOLVED CONSULTA- 
TIONS WITH AFFECTED DELEGATIONS. 

4. NOTE; WE WONDER WHETHER U.S. MEMBERS OF ICC WERE 
INVOLVED IN ICC DECISION TO REQUEST CIRCULATION OF DOCU- 
MENT UNDER-CUTTING POSITION U.S. HAS BEEN TAKING ON THIS 
ISSUE IN GATT. 

SORENSON 
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